This paper describes a new data set of the forecasts of output growth, inflation, and unemployment prepared by individual members of the Federal Open Market Committee. The paper discusses the scope of the data set, possibilities for extending it, and some potential uses. It offers a preliminary examination of some of the cross-sectional features of the data.
COVERAGE
The FOMC forecasts followed a relatively fixed format during the period currently covered by the new data set. The forecasts were prepared in conjunction with the Federal Reserve's 2 semi-annual Monetary Policy Reports to Congress, which were submitted in February and July.
Four variables were forecast: nominal GDP growth, real GDP growth, CPI inflation, and the unemployment rate. The forecasts of the first three variables were for the four quarters ending in the fourth quarter of the year; the forecasts of the unemployment rate were for the fourth quarter.
The February forecasts were for the current year; the July forecasts were for both the current year and the following year.
The members of the FOMC initially prepared their forecasts prior to the FOMC meeting preceding the release of the Monetary Policy Report. In preparing their forecasts, the members had access to considerable information, including the staff forecast prepared for the FOMC meeting. The members were not given any specific assumptions about the conduct of monetary policy, but instead conditioned their forecasts on their judgments of "appropriate" policy. After the meeting, the members had an opportunity to revise their forecasts. During the period covered by the forecasts that were released by the Federal Reserve, the chair did not prepare any forecasts as part of this process.
The individual forecasts released by the Federal Reserve are the final forecasts that it has for each Monetary Policy Report for the period 1992-1998. The ending date reflects a decision by the FOMC to release the data with a ten-year lag rather than the standard five-year lag. The starting date reflects gaps in the Federal Reserve's documentation. There are two problems with the materials prior to 1992. First, for some meetings, the forecasts of some or all of the members are simply missing. Second, in some cases the Federal Reserve has members' initial forecasts but not their final forecasts, or it is not clear whether the forecasts are the initial or final ones.
For some meetings, for example, the materials the Federal Reserve now has do not indicate when the forecasts were prepared, or summary statistics computed from the materials do not match the 3 statistics published in the Monetary Policy Reports.
The on-line appendix includes several small items in addition to those supplied by the Federal Reserve, including the names of the regional bank presidents, whether they were voting members of the FOMC at the time of each forecast, and real-time figures for the realized values of the variables that were forecast.
PROSPECTS FOR EXTENDING THE DATA SET
In principle, the data could be extended in three directions: backward in time, in greater depth for the period already covered, and forward in time. With regard to the first of these, as noted above, the Federal Reserve has some data for the period 1979-1991, although they are incomplete. With regard to the second, the forecasts released by the Federal Reserve are the final forecasts for which it has documentation, completed after the associated FOMC meeting and after members have seen one another's forecasts. Whether the Federal Reserve has information about the initial forecasts is unclear. There may also be background memos containing additional information about such issues as the exact timing of the forecasts. Finally, with regard to the third direction, the Federal Reserve obviously has the forecasts from 1999 to the present.
The only direction in which extensions will occur largely automatically is forward in time:
each year, the Federal Reserve will be willing to release an additional year of forecasts. Given its trend toward greater transparency, however, the Federal Reserve might decide at some point to release additional data, particularly if researchers express interest in them. For example, the Federal Reserve already releases verbatim transcripts of FOMC meetings, which often include explicit discussions of members' views about the outlook for the economy, with a five-year lag.
forecasts. Similarly, it might decide that there was a potential benefit and little cost to releasing the data prior to 1992, despite their incomplete coverage. 2 3. SOME POTENTIAL USES There are a variety of issues one could examine using data on the forecasts of individual monetary policymakers. In many cases, the seven years of data that are currently available will not be enough to provide substantial insight. For this reason, this section simply lists some possibilities, recognizing that in most cases serious analysis will have to await the availability of additional data.
In studying the data, one issue that could be important is that the forecasts may not always reflect the FOMC members' best judgments about the likely outcomes, for two reasons. First, because they believed that only summary statistics would be released, some members may have put little effort into their forecasts. Second, in some cases the members' objective may not always have been to report their best estimates. For example, a member who favored lower interest rates than other members of the committee might have erred on the side of reporting forecasts of output and inflation lower than his or her actual point estimates.
The issues one could investigate using the new data include:
• Are the disagreements among members mainly about aggregate demand or aggregate supply? That is, when one member forecasts higher output growth than another, does he or she typically forecast higher inflation than the other, lower inflation, or is there no systematic relationship?
• Are there systematic differences in forecast accuracy across different types of members of the FOMC? Possible comparisons include regional bank presidents versus members of the Board of Governors, members with Ph.D.s in economics versus ones without Ph.D.s, and more experienced versus less experienced members.
• Do the forecasts pass standard tests of forecast rationality? For example, are members' forecasts biased or excessively volatile?
• What are the characteristics of forecast revisions (either revisions from before to after the FOMC meetings, if those data become available, or from one Monetary Policy Report to the next)? For example, do members appropriately account for the informational content of other members' forecasts and of the staff forecast?
• Do forecasts have predictive power for dissenting votes?
• Are the forecasts of the regional bank presidents for the economy as a whole however, in this paper "members" is used as shorthand for the governors and all the regional bank presidents.
2 If the Federal Reserve released these data, it would be likely to identify any uncertainties and imperfections in them. If not, researchers could perform the task, noting cases where it was unclear whether the forecasts were the members' initial or final forecasts and where summary statistics computed from the forecasts that were released differed from those in the Monetary Policy Reports.
